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Special Report to the Membership
• OF THE
AMERICAN INSTITUTE
OF
ACCOUNTANTS
April 20, 1933
135 Cedar Street, N. Y.
AMERICAN INSTITUTE OF ACCOUNTANTS
To the Members and Associates of the
American Institute of Accountants:
Gentlemen:
The president has. requested the secretary to submit at this time 
a general description of activities during the half year, so that a current 
record may be available to the membership.
In a summary of this kind it is, of course, possible to present only 
a bare outline of what has been accomplished. A complete detailed 
report would be too voluminous.
The functions of the Institute generally fall under two main 
subdivisions. One of its purposes is to act as public representative 
and mouthpiece of the entire profession as represented by its member­
ship through the country. A second purpose is to strengthen and in­
crease the powers of the profession by maintaining high standards for 
admission to its membership and assisting in maintenance of high 
standards for the C. P. A. certificate; and by extending professional 
education through the publication of books and magazines, the opera­
tion of a library and bureau of information and the activities of various 
committees.
Public Relations
Public Affairs
At its meeting on April 10th the council authorized the executive 
committee to appoint a representative of the Institute at Washington 
to keep close watch over federal legislation on banking or finance 
which may affect the accountancy profession. A special committee, 
headed by T. Edward Ross, has been appointed to study federal bills 
reported by this representative and to act for the Institute in case of 
emergency. The proposed federal securities bill will doubtless be 
among the first matters to receive consideration.
The executive committee was also authorized to extend the In­
stitute’s publicity program in order that there might be the widest 
possible distribution of news of the Institute’s activities and the atti­
tude of the accountancy profession, as represented by the Institute, on 
matters of public interest.
Stock Exchanges
In relations with the public one of the most notable contribu­
tions has been made by the special committee on cooperation with stock 
exchanges, composed of Archibald Bowman, Arthur H. Carter, Charles 
B. Couchman, Samuel D. Leidesdorf, William M. Lybrand, and George 
O. May, chairman. After three years of discussions between this com­
mittee and the committee on stock list of the New York stock ex­
change, the exchange in January adopted a requirement that the ac­
counts of companies applying for listing be audited independently.
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Similar requirements were later announced by the New York curb ex­
change, the New York produce exchange and the Chicago stock 
exchange.
Soon after its announcement of the new requirement the New 
York stock exchange made public a communication from the Insti­
tute’s committee discussing the significance of corporate accounts and 
reports and offering some suggestions for making them more valu­
able to investors. The document was introduced as evidence by an 
officer of the stock exchange before a congressional committee. 
Printed copies of this communication were sent to all members and 
associates of the Institute and to the press, which commented upon 
it extensively.
One of the exhibits accompanying the communication was a state­
ment of several broad principles suggested as bases for the treatment 
of certain items in corporate accounts. A copy of this exhibit was sent 
by the exchange to every listed corporation, with a letter asking each 
corporation to discuss with its auditors the general scope of their audit, 
and to request the auditors to answer certain specific questions pro­
posed by the exchange.
These acts by the several exchanges and the more or less public 
discussion which followed has focused the attention of the business 
community upon professional public accountants perhaps more sharply 
than ever before.
Investment Bankers
A special committee on cooperation with investment bankers was 
appointed by the president at the beginning of the year to continue 
discussions with the Investment Bankers Association of America, which 
had been begun more or less informally. The committee consists of 
Charles B. Couchman, H. A. Finney, Frederick H. Hurdman, Louis 
G. Peloubet and Lewis Ashman, chairman.
Members of the committee and officers of the Institute have been 
in communication with the chairman of the industrial securities com­
mittee of the Investment Bankers Association, John W. Cutler, of New 
York. His committee has watched with interest and approval the 
activities of the stock exchanges with reference to corporate accounts 
and independent audit, and has indicated that investment bankers may 
endeavor to follow the principles laid down by the stock exchanges 
and the Institute in so far as they apply to financial statements issued 
in conjunction with security flotations.
Credit Officers of Banks
The Institute’s close relationship with credit officers of banks has 
been continued by the special committee on cooperation with bankers, 
composed of Arthur Berridge, George L. Bishop, William B. Campbell, 
George E. Frazer, William R. Main, Edwin H. Wagner and Frederick 
H. Hurdman, chairman. Discussions with the national committee on 
cooperation with public accountants of the Robert Morris Associates 
have been supplemented by an active effort to encourage local cooper­
ation between committees of state societies of certified public account­
ants and chapters of the Robert Morris Associates. The Institute’s 
committee has sent several circular letters to state societies pointing out 
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the desirability of local cooperative committees of bankers and account­
ants and offering suggestions of procedure.
It is the intention of the Institute’s committee to compile infor­
mation submitted at its request by state societies, together with volu­
minous material in the Institute’s files, in a complete report of the 
progress of the accountancy profession in reaching an understanding 
with bankers on the proper content of financial statements for credit 
purposes and the responsibilities and limitations of auditors.
The committee has practically completed for publication a standard 
form for confirmation of clients’ affairs by banks. A draft of this form 
had been completed at the end of the past fiscal year, and during the 
current year it is being submitted to various members for criticism.
As a result of inquiries from members of the Institute with respect 
to questionnaires addressed to accountants by commercial credit agencies 
the committee has planned to discuss with representatives of various 
credit associations the particular questions which have arisen, as well as 
audits for credit purposes in general.
Government
In March the president dispatched a telegram to the president of 
the United States, which was supplemented later by a letter to the 
secretary of the treasury, offering the cooperation of the Institute in a 
study of the banking situation with a view to reorganization of the 
national banking structure. The Institute’s letter pointed out particu­
larly the advantages of the requirement of independent audit of banks 
which is now part of the Canadian banking laws, and emphasized the 
fact that such a requirement would minimize the expense of investiga­
tions by governmental examiners.
When the federal securities bill was introduced in Congress the 
Institute communicated with the chairmen of the congressional com­
mittees to which the bill had been referred, suggesting amendments 
to require that all financial statements filed with the government and 
included in public advertisements of security issues be certified by inde­
pendent auditors. It was pointed out that reputable issuers of securi­
ties are now subjected to independent audit under stock exchange re­
quirements or at the insistence of investment bankers, but that possibly 
less reputable issuers, in the control of whom the government is most 
interested, might escape independent audit under the provisions of the 
bill.
The committee on federal legislation, consisting of George 
Cochrane, Leon E. Williams and Norman L. McLaren, chairman, has 
given consideration to a bankruptcy bill which had been offered in con­
gress last year. The committee unanimously agreed not to recommend 
compulsory independent audits in bankruptcies, for several reasons: 
first, such a recommendation from the Institute would be regarded as 
an inspiration of self-interest; second, the lack of assets in most bank­
ruptcies would preclude independent audit in those cases, and third, it 
would be impracticable to formulate requirements distinguishing be­
tween no-asset cases and those in which assets of varying amounts were 
available.
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The president and the executive committee have considered a sug­
gestion that the Institute cooperate with other organizations interested 
in municipal and governmental administration in a study of account­
ing methods and financial reports of municipalities and other govern­
mental subdivisions. No conclusion has yet been reached as to the 
practicability of the suggestion or the scope of the study if it should be 
undertaken.
International Taxation
The special committee on international double taxation, composed 
of Norman G. Chambers, Joseph J. Klein and Henry B. Fernald, chair­
man, has continued its active cooperation with representatives of the 
International Chamber of Commerce and the League of Nations in a 
study of accounting problems in international taxation. Conferences 
have been held and voluminous correspondence has passed between the 
Institute’s committee and the groups which are conducting the study. 
The Institute’s recommendations have been generally accepted, and 
expressions of appreciation from representatives of the sponsoring or­
ganizations are testimony to the value of this committee’s work.
Professional Development
Board of Examiners
One of the most important functions of the Institute in carry­
ing out its purpose of educating and strengthening the accountancy 
profession is that carried on by the board of examiners. Because the 
activities of the board are recurrent and have become to some extent 
a matter of routine their importance should not be underestimated.
In the November examinations the questions and problems pre­
pared by the board were adopted in the C. P. A. examinations of 31 
states, and the Institute’s examiners graded the papers of about 460 
candidates in cooperating states. The total number of cooperating 
states and territories is now 37 and those which did not hold sessions 
in November are expected to do so in May.
The board constantly endeavors to improve the quality of the 
examination papers, and it believes that improvement has been notice­
able from year to year. Lately a particular effort has been made to set 
accounting problems which will fully test the candidate’s ability without 
necessitating extensive mechanical work, and optional questions and 
problems have been included to meet the objection that questions based 
on specific industries may be unfamiliar to candidates in certain parts 
of the country.
The Institute’s service in grading the papers of candidates in 
cooperating states upholds a uniform standard and greatly facilitates 
reciprocity between the states which cooperate. It is generally acknowl­
edged that the work of the board of examiners has had a marked in­
fluence on the value of the C. P. A. certificate and on the educational 
standards of the profession.
In addition to this work the board of examiners has conducted 
oral examinations and personal interviews of 41 candidates for admis­
sion to the Institute.
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In October the chairman of the board addressed the National 
Conference of Bar Examiners at Washington, D. C., on the Institute’s 
uniform examination plan, which had been suggested to the conference 
as a model for a similar plan in the conduct of legal examinations.
Education
The president has discussed with the chairman of the committee 
on education the possibility of recommending to universities changes 
in accounting curricula based upon the requirements of actual profes­
sional practice as reflected by the Institute’s examinations, the ques­
tions and problems in which are drawn from actual cases. Plans are 
being laid for the establishment of a close relationship between this 
committee and the board of examiners, which it is hoped will influence 
coordination of the academic and professional aspects of accountancy.
During the current year the committee on education has re­
sponded to several inquiries from accounting instructors and students 
on matters related to education. The committee consists of George E. 
Bennett, James M. McConahey, William A. Paton, John R. Wildman 
and Dean J. Hugh Jackson, chairman.
Committee on Professional Ethics
It has frequently been emphasized that the chief value of the 
Institute’s committee on professional ethics is in its educational rather 
than in its disciplinary character. The present committee, composed of 
Stanley G. H. Fitch, William B. Franke, James J. Hastings and Fred­
erick B. Andrews, chairman, has followed the tradition of earlier com­
mittees in resorting to the disciplinary machinery only in cases in which 
it feels that the questions involved are of such importance to the pro­
fession that the council of the Institute should take cognizance of the 
circumstances, or in cases in which misconduct is flagrant or evidently 
wilful. The committee has considered 41 complaints and inquiries dur­
ing the half year, but has reported only one to the executive committee. 
Discussions with various members, conducted both orally and by cor­
respondence, have served in many instances to clarify interpretation of 
what constitutes an essential misstatement or omission in financial state­
ments under rule 2 of the rules of professional conduct. In some cases 
those who had been the object of complaint agreed to amend future 
procedure, and in other cases the committee has accepted the explana­
tions which have been offered and has exonerated the members con­
cerned. The committee has been careful to check any tendency on the 
part of members to deviate from the proper course of professional 
etiquette by improper advertising or, solicitation.
Legislation
The current year has seen a deluge of bills in state legisla­
tures, some of which would have destroyed the C. P. A. certificate and 
others would have reopened the waiver clause in one way or another. 
There have also been some bills to amend accountancy laws by the in­
clusion of restrictive features, and others which were simply designed 
to improve administrative features of existing laws. The Institute’s 
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committee on state legislation, which consists of Edward Fraser, Edward 
J. Stegman and Will-A. Clader, chairman, has in nearly every case com­
municated with local accountants and offered its suggestions on the bills 
under consideration. When its assistance has been requested it has 
communicated with legislators, and in two cases with governors, to 
express disapproval of bills which would weaken the profession by 
lowering the standards of the C. P. A. certificate.
With respect to restrictive legislation, the committee has advised 
against provisions that might be considered unconstitutional on the 
basis of supreme court decisions in Illinois and Tennessee, and has also 
opposed provisions which would hamper the interstate practice of 
accountancy by qualified practitioners.
The committee has commenced an exhaustive analysis of state laws 
which it is hoped may serve as a basis for establishing uniformity in 
certain provisions of state accountancy laws.
Appointment of Auditors
Proposed legislation of a somewhat different type has been con­
sidered by the special committee on appointment of auditors, com­
posed of Reynold E. Blight, George S. Olive, George W. Rossetter, 
Herbert M. Temple, and C. Oliver Wellington, chairman. This com­
mittee, which was appointed to study the question of compulsory audits 
and methods of appointment of auditors, has made a study of the Eng­
lish and Canadian companies acts and of corporation laws in several 
states of the United States which contain provisions requiring or per­
mitting independent audit. The committee has sent several circular 
letters to state societies asking for complete information about laws 
providing for independent audit of corporations, municipalities and 
other governmental units, banks and other financial institutions, con­
tractors, etc. On the basis of this information it has been able to offer 
constructive advice in response to inquiries from states in which pro­
posed legislation of this nature was under consideration. The com­
mittee has submitted to the executive committee all questions involv­
ing matters of policy and has refrained from specific recommendations 
on particular forms of legislation. It has endeavored to gather infor­
mation and guide those who sought its advice.
Publication
The committee on publication, consisting of John C. Scobie, Wil­
liam D. Cranstoun and John B. Niven, chairman, has continued its 
monthly meetings. Members of the committee have considered manu­
scripts prepared for publication in The Journal of Accountancy and in 
book form. The activities of the American Institute Publishing Co., 
Inc., have resulted in a profit for the half year. One new book has 
been produced, a revised and enlarged edition of Duties of the Junior 
Accountant.
One of the Institute’s publications was awarded a prize by Beta 
Alpha Psi, national accounting fraternity, as the most notable contribu­
tion to accounting literature in 1932. The wide distribution of the 
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Institute’s publications (about 5,000 copies of its books have been sold 
during the current year) has undoubtedly enhanced the prestige of the 
organization as a whole.
Library and Bureau of Information
The library and bureau of information maintained by the endow­
ment fund have continued their useful services. The librarian reports 
that there have been 1,993 visitors during the current year, and that 
2,240 inquiries have been answered. The total collection of books, 
magazines and pamphlets has grown to 14,410 items. Fourteen 
hundred and sixty-seven books and pamphlets have been borrowed by 
members from the circulating library, and the bureau of information 
has answered 52 technical questions.
Terminology
The special committee on terminology has made considerable 
progress in revision of the preliminary report published under the 
title Accounting Terminology. It is hoped that this year a complete 
final report may be submitted. With the benefit of the many construc­
tive criticisms and comments which the committee will have received 
it is believed that the revised report may be promulgated as an 
authoritative pronouncement of the profession.
The committee is composed of Alexander H. Beard, Eric L. 
Kohler, Walter Mucklow, Gabriel A. D. Preinreich and Robert H. 
Montgomery, chairman.
Development of the Institute
In an endeavor to bring the Institute more closely in touch with 
practitioners of accounting throughout the country, the president ap­
pointed a committee of 46 members, representing every geographical 
section, under the title, special committee on development of the Insti­
tute, with Edward E. Gore as chairman. The members of this com­
mittee have been requested to familiarize themselves with the work of 
the Institute and to report its activities at meetings of local societies 
of accountants; to offer suggestions as to ways in which the Institute 
might be helpful to accountants in their respective communities, and 
to encourage application for membership in the Institute by men whom 
they know to be qualified and desirable.
Many members of this committee have been most active and there 
have already been indications of the success of their efforts.
Natural Business Year
The special committee on natural business year, which consists of 
Paul K. Knight, Eustace Le Master, Harold J. Matteson, Robert E. 
Payne and A. S. Fedde, chairman, has asked members, through the 
monthly Bulletin, to exercise their individual efforts to induce clients 
to adopt a natural fiscal year. The committee believes that the increase 
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in volume of accounting practice which may result from the activities 
of stock exchanges and similar bodies, and from legislation which has 
been proposed, may impose a terrific burden upon the profession if the 
work is to be required at the end of the calendar year. The committee 
has discussed the possibility of approaching trade associations in an 
endeavor to have them recommend a natural fiscal year for all their 
members. The chairman of the committee has prepared an article 
embodying arguments in favor of a natural year, which will be made 
available to the membership as a basis for addresses before trade organi­
zations, business clubs and similar groups.
Employment
The employment exchange and bureau for placements of the 
Institute have endeavored to assist accountants in search of employ­
ment, and even under present conditions some positions have been 
found. Any accountant, whether a member or not, is at liberty to reg­
ister with the employment exchange and no fees are charged for its 
services.
Meetings
The present and secretary attended meetings of state societies of 
certified public accountants at Detroit, Chicago and Milwaukee in Janu­
ary. The secretary also attended the thirty-fifth anniversary meeting of 
the Society of Certified Public Accountants of the State of New Jersey, 
at Newark, on December 7th, and the annual meeting of the American 
Association of University Instructors in Accounting at Cincinnati, De­
cember 28th and 29th. The secretary has been invited to attend a 
meeting of the Massachusetts Society of Certified Public Accountants, 
at Boston on April 24th, and the chairman of the board of examiners 
and the secretary are planning to visit Atlanta, Georgia, in May. The 
president hopes to visit other midwestern states during the late spring 
or summer, and may attend the annual meeting of the Dominion Asso­
ciation of Chartered Accountants in August.
The Institute will be well represented at the International Con­
gress on Accounting at London in July. Nine official delegates have 
been appointed, including the president and the first president of the 
Institute, W. Sanders Davies. Two of the Institute’s delegates, Robert 
H. Montgomery and A. S. Fedde, will read papers at the congress.
The committee on meetings has commenced its work in prepara­
tion for the annual meeting at New Orleans next October, and a draft 
program for the business sessions has already been prepared.
Membership
The refund of initiation fees authorized by the council at its meet­
ing on October 20, 1932, has resulted in a noticeable increase in the 
number of applicants. One hundred applications have been received 
during the current year, which compares favorably with total new ad­
missions of 82 during the fiscal year 1931-1932. The total membership 
at April 1, 1933, was 2,122. Total losses through death, resignation 
and non-payment of dues have been 112.
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 Finances
The total assets of the Institute and affiliated organizations at 
March 31st were $434,464.63. Among those assets are land and build­
ing carried at cost less depreciation, $101,333.03, against which there 
are outstanding only $40,000 refunding mortgage bonds, $24,000 of 
which are held by the Foundation and the endowment fund. The 
assets also include the library collection valued at the nominal figure of 
$4,860.10. Furniture and fixtures of the entire office have been writ­
ten down to $1,745.54. The market value of securities which are 
carried in the balance-sheet at the cost figure of $279,087.50 has depre­
ciated by 28.1%, but the income from securities has been only slightly 
decreased.
Respectfully submitted,
John L. Carey, Secretary. 
April 15, 1933.
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